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SUMMARY 


The northern portions of Upper Volta have been suffering from a six-year 
drought, and the effects of the poor 1972 and 1973 harvest will be felt 
through 1974, Human suffering has been extensive, although the number of 
deaths from starvation-related causes has been limited. Lack of water 
coupled with overgrazing caused a substantial number of cattle deaths. 
Significant numbers of farmers from the north-central area have migrated 
to the south and west in search of lands with better rainfall, and some 
have migrated to Ouagadougou or to the Ivory Coast and Ghana in search of 
work, In the far north, nomadic patterns have been disrupted by cattle 
loss and the premature drying-up of water sources. 


However, these events have had little effect on Upper Volta's commercial 
imports. Of the country's 5.6 million population, some 95% is in the rural, 
traditional sector and lives on a subsistence or semi-subsistence basis, 

The urbanized 5% has been only marginally affected. As a result, commercial 
imports have not been noticeably affected, and indeed they increased in value 
by an average of 8% per year during 1971 and 1972 (the latest years for which 
statistics are available), 


Suffering in the country has been alleviated by import of foodstuffs and 
medicines from foreign donors, including some 68,000 tons of grain during 
1973. This aid, coupled with regular foreign aid and other invisibles, has 
given Upper Volta a positive balance of payments and increasing foreign 
reserves despite large deficits in its trade balance. Another bright spot 

is the government budget. Because of a policy of fiscal austerity, the 
budget has been balanced for the past seven years, and some ex-post surpluses 
have been realized. 


For 1974, Upper Volta faces problems on two fronts. One is inflationary 
pressure generated by the rising price of imports in general and petroleum 
in particular. About this the government can do little directly, but its 
good fiscal situation and the continuing inflow of foreign aid and worker 
remittances will mitigate the problem. 





The second issue is the need to overcome the effects of the drought and move 
forward with economic development. Here, Upper Volta can look forward to 
substantial foreign aid. The six drought-stricken Sahelian™ states -- Upper 
Volta, Mali, Niger, Senegal, Mauritania, and Chad -- met in Ouagadougou 

twice in 1973 to declare the region a disaster area and to outline a program 
for medium and long-term development. The favorable response to this appeal 
by international donors -- including the World Bank, the USA, and the African 
Development Bank, as well as the UNDP, France and tne EEC -- will create some 
opportunities for American firms, Key areas of development will be water 
resources, livestock and range management, reforestation, improvement of 
infrastructure, and public health programs, 


The commercial market in Upper Volta should be viewed as part of a larger 
regional market of some significance. Regionally-targeted marketing efforts, 
which take advantage of the links and similarities among the nine French- 
speaking West African countries, can obtain maximum benefit from Upper Volta's 
incremental sales opportunities. 


The Tambao manganese deposit constitutes a significant investment opportunity, 
if donor financing can be found for a railroad to bring the ore out. 


*The Sahel is @ sub-Saharan eco-climatic zone which receives an average 
10-20 inches of rainfall per year. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Drought 


1973 was a bad year for Upper Volta, as the worst drought of the century con- 
tinued. Six successive years of deficit rainfall have resulted in repeated 
deficits in food-grains, due to poor harvests, and to a reduction in avail- 
able pasturage for livestock. This, in turn, has had a direct impact on 
human lives principally through reduced nutrition and increased susceptibility 
to endemic diseases, 


During 1972/73 the drought seriously hurt the production of food grains 
(sorghum, millet, and corn), the most important economic activity in the 
country. A normal grain harvest is considered to be about 1,000,000 tons, 
but in 1972 and 1973, harvests have been estimated at 60% to 75% of that 
figure. These successive poor harvests have caused families to draw down 
their security and seed stocks to dangerously low levels, and in some areas 
seeds normally used for planting purposes were eaten. 


Livestock, another leading sector, has also been seriously affected. In 
1972/73, nomadic herdsmen, who usually move their herds out of the north in 
search of pasturage and water, had to leave the parched north earlier and 
travel farther. Remaining northern watering points quickly became overgrazed 
and herdsmen there added to the long-term problem by cutting down existing 
vegetation in a last-ditch effort to feed their cattle, many of which did not 
survive anyway. Some observers estimate Upper Volta lost in the neighborhood 
of 10% - 30% of its cattle. Foreign trade statistics also show that an un- 
usually large number of cattle were sold off during the past year. 


As the adverse effects of the drought mounted, Upper Volta, along with the 
five other Sahelian states (Mali, Niger, Senegal, Mauritania, and Chad) met 
in Ouagadougou in March 1973 to officially declare the region a disaster 
area and to launch an appeal to the international donor community for relief 
assistance. This aid -- foodstuffs, plus medicine, livestock feed, and 
transport -- was primarily designed to avert widespread famine caused by the 
crop failures, compounded by the displacement of nomadic herdsmen in the 
north. In September of 1973, the same six states plus observers from the 
Gambia, met again under the aegis of the newly formed Permanent Inter-State 
Committee Fight the Drought in the Sahel (CILSS). This meeting developed 
@ list of over 100 specific projects aimed at alleviating drought problems 
and providing a basis for long-term recovery. The project list, with a total 
value of over $800 million, was endorsed by the Chiefs of State of the six 
nations. 


Relief aid to Upper Volta in 1973 focused on providing food grains and moving 
them from coastal African ports into the interior and to villages which were 
isolated because roads were cut by the rains. Over 80,000 tons of grain and 





other foodstuffs were pledged to Upper Volta by various donors, notably 
the U.S., France, and the EEC. Other aid included medicine, direct finan- 
cial contributions, and livestock feed and medicines. Belgium, Germany, 
Ghana, and France contributed aircraft that ferried U.S. sorghum and EEC 
corn up from the coast ports for onward truck delivery from Ouagadougou 
with some 1,000 tons airdropped (both free-fall and parachute) in remote 
northern areas. 


Agriculture 


Upper Volta's economy hinges on the agricultural sector. About 95 percent 
of the population is engaged in some form of agriculture -- crops, fishing, 
forestry, and livestock, Agriculture accounts for nearly 55 percent of the 
Gross Domestic Product, and agricultural products are the main exports. 
Besides erratic rainfall and poor soils, agricultural production faces such 
constraints as over-population in the Mossi Plateau, onchocerciasis (river 
blindness) in the fertile valleys, and primitive farming techniques. 


The most important of the subsistence crops is sorghum which accounts for 
about 70% of all food grains, followed by millet and corn. In 4 normal 
year about one-third of the crop is brought to market while the rest goes 
to meet local consumption needs at the village level. This year, 4 much 
higher percentage of the harvest will have to be set aside to reconstitute 
the peasants’ depleted security and seed stocks. 


Cash crops -- cotton, sesame, peanuts, and sheanuts -- were less affected by 
the drought. The production of cotton, the primary cash crop, rose to 
32.5 thousand tons in 1972, regaining its 1969 level. 


France, the EEC, the World Bank group, and USAID have provided extensive 
assistance for the development of Upper Volta's agriculture. A recent IDA 
credit of $2.2 million is designed to improve agricultural production and 
improve rural income and health. 


Livestock 


Cattle are Upper Volta's main export and contribute about 12 percent of GDP. 
Traditionally, Voltan cattle are driven to Ivory Coast and Ghana for sale. 
Upper Volta also provides transit facilities for cattle moving from Niger 
and Mali to the coast. Sheep and goats are also raised for local consump- 
tion and export. Although accurate statistics are unavailable, Upper 
Volta's livestock herd has been estimated at 2.5 - 2.8 million head of 
cattle. In 1972, cattle exports jumped 30 percent as herdsmen sold off 
their animals in larger numbers and at younger ages because of the drought. 
Exports will decline in the next few years as herdsmen rebuild their stock. 


Donor assistance for livestock in 1973 concentrated on emergency feed and 
medicines. Longer-range programs include comprehensive disease control, 
construction of watering points on marketing trails, and the integration of 





livestock with sedentary agriculture. New slaughterhouses, under construc- 
tion at Ouagadougou and Bobo Dioulasso, will significantly upgrade processing 
facilities. 


Government Finances 


Fiscal stability has been the watchword since 1966, based on austerity 
designed to pay off pre-1966 debt and then to improve treasury reserves. 
The 1973 Budget is balanced at CFA 11,726,170,000 (about $47 million), an 
increase of 8.3%. Revenues, which have risen steadily since 1967, consist 
primarily of customs duties. Direct taxes are made up of personal taxes 

on income and livestock. In 1973 FED made a special grant of CFA 80 million 
to make up for revenue loss from suspension of the livestock tax in the 
North, While customs revenues will rise during 1974, reflecting higher 
prices, revenue from internal taxes may decrease, and rising prices will 
affect expenditures. On the expenditure side, personnel absorbs 56% of the 
budget. Government spending for development totalled only CFA 960 million 
($3.4 million) in 1973,and most investment capital comes instead from 
foreign official donors. Some observers feel that, with fiscal stability 
well-established, the government now has sufficient treasury and foreign 
currency balances and should look toward selective development-related ex- 
penditures rather than to further increasing those balances, 


Foreign Trade 


Voltan foreign trade has shown a sizeable deficit every year since Indepen- 
dence. In 1972, the trade gap amounted to CFA 9,870 million on imports 
totaling CFA 15,011 million. The livestock sector, mainly live animals sold 
to Ghana and the Ivory Coast, constituted 49% of total exports, and cash 
crops -=- cotton, peanuts, seasame, sheanuts -- made up most of the remainder. 
Manufactured goods and semi-manufactures are the leading imports. France is 
Upper Volta's main non-African trading partner, accounting for 47% of total 
Voltan imports. 


Trade with the U.S. remains small, U.S. exports dropped to only CFA 378 
million ($1.5 million) in 1972, compared with CFA 605 million the previous 
year. The principal items imported from the U.S. include textiles, machinery 
and used clothes; Voltan exports to the U.S. consist primarily of handicrafts 
and some foodstuffs. 


Balance of Payments 


Upper Volta's adverse trade balance is offset by substantial inflows of 
unilateral transfer plus @ small amount of capital inflow. Foreign aid to 
Upper Volta averages around $40 million a year; in 1972 drought relief 
assistance added another $20 million. Upper Volta's other main invisible 
source of foreign exchange is the several hundred thousand emigrant workers 
in neighboring African states, who remit funds estimated at about $30 million 
a year. This favorable payments balance should continue through 1973, 





especially in view of the large amounts of drought aid anticipated. The 
trade deficit will probably increase, as fewer cattle and cash crops will 
be available for export. 


Upper Volta does not have an external debt problem, because most aid is on 
a@ grant basis, and most loans are on soft terms, Total debt outstanding at 
the beginning of 1973 was slightly under $20 million, Debt service payments 
represent about 6% of recorded export earnings. 


Prices, Wages, Employment 


Both wholesale and retail prices have been trending upward because of drought- 
induced food scarcities and higher import prices. An increase in urban and 
agricultural wages in December, 1972, also may have put some upward pressure 
on prices. Further inflationary pressure is expected in 1974 because of the 
rising price of petroleum and other imports. Chronic unemployment and under- 
employment rose in late 1972 and in 1973 as crop failures caused some vil- 
lagers to migrate to the cities. The population of Ouagadougou increased 
about 15 percent during the past year. 


Monetary and Banking 


Deposits and the internal money supply rose moderately in 1972-73, in response 
to the long years of fiscal austerity and the large inflow of unrequited 
foreign transfers, This placed the banks in a liquid position, and credit to 
the private sector began to expand beginning in mid-1972. Interest rates rose 
in late 1972 as a result of central bank action. (Upper Volta shares a 
French-backed central bank with five other West African countries. ) 


In November 1973, the Government inaugurated a new savings and investment 
institution, "Caisse Nationale Des Depots et Des Investissements"(CNDI). The 
main objective of the CNDI is to mobilize private and mixed sector savings to 
finance development-related projects. A new bank, “Banque International pour 
le Commerce, 1'Industrie, et l'Agriculture de la Haute Volta" (BICIA-HV), 
replaced the former Banque Nationale de Paris branch. Fifty-one percent of 
the bank's capital is held by the Voltan Government, with the remainder held 
by the Banque Nationale de Paris and other foreign banks, 


Development Planning 


The country is presently in the middle of its second development plan, the 
1972-76 five-year plan. The first development plan covered 1967-70. That 
plan anticipated 27.5 billion CFA in investment expenditures, of which ap- 
proximately 20 billion CFA was actually expended. The present plan calls 
for outlays of 63 billion CFA with nearly one-third of the expenditures ear- 
marked for development of the primary sector -- agricultural, livestock and 
water resources. Both plans have relied on outside foreign aid for about 
80 percent of total project financing. Actual performance to date has been 
limited by a lack of &bsorptive capacity in most sectors plus a dearth of 





trained personnel for project execution. The government, for its part, has 
occasionally criticized donor aid as being too restrictive and too bound up 
in red tape. Actual implementation of the plan has also been impeded by the 
drought. Many of the target goals have been simply pushed back to a later 
date while the government focuses on relief and recovery activities. Planning 
activities in Upper Volta are directed by a High Commissioner for Plan who 
reports to the Prime Minister, but for much of 1973 the position was vacant. 


Industrialization/Diversification 


With insufficient skilled manpower, meager natural resources, and @ land- 
locked position, Upper Volta has little in the way of industrial /manufac- 
turing opportunities. Most efforts in this sector have concentrated on 
processing primary products for import substitution purposes. These include 
& brewery, and &@ soap and vegetable oil factory at Bobo-Dioulasso; and a 
textile plant at Koudougou., Among non-agricultural products produced or 
assembled in Upper Volta are matches, cigarettes, shoes, bricks, bicycles 
and building materials, 


New projects on tap include a $25 million integrated sugar cane plantation- 
mill-refinery complex at Banfora, a dry-cell battery plant in Bobo-Dioulasso, 
and @ corned beef canning plant in Ouagadougou. Long-standing hopes or ex- 
ploitation of the high-grade manganese deposits at Tambao have been revived 
by @ recent rise of manganese prices; the main obstacle is the need for donor 
financing for extending the railroad 345 km, from Ouagadougou to Tambao, 


Private investment is encouraged in Upper Volta and the government has 
recently revised its investment code to provide added inducements. The 
Director of Industry maintains a list of "priority projects” in which in- 
vestment from outside sources is encouraged. In August 1973, the Entente 
Fund allotted to Upper Volta $1 million of the $7.5 million USAID regional 
African Enterprises Loan, The money is to be relent by the Voltan National 
Development Bank to small and medium-sized businesses with at least 35 per- 
cent African ownership, 


Regional Activities 


Upper Volta is the headquarters for regional drought activities, and it 
takes an active role in other regional economic organizations, The govern- 
ment views such participation as a means of combining the scarce skilled 
manpower and financial resources of the region to confront common develop- 
ment problems, as well as to broaden regional markets for local products. 


Two Entente-sponsored programs in which Upper Volta actively participates are 

the Entente Livestock Community (CEBV) and the Entente Cereals Project. The 
CEBV's main objectives are to develop and coordinate livestock production and 
marketing between the inland livestock-producing states and the coastal consuming 
countries of West Africa. The Entente Cereals Program is designed to 

alleviate the serious problems of storage, price-stability, and marketing of 





major food cereals, In Upper Volta a national cereals office, OFNACER, is 
responsible for stabilizing producer and consumer prices. USAID currently 
provides this organization with financial and technical assistance. For a 
variety of reasons, both the ELC and the Cereals Project have been slow in 
achieving their objectives, but there are promising signs for the future. 


Another regional development organization centered in Ouagadougou is the 
Liptako-Gourma Authority. IGA was established in 1972 and covers a geo- 
graphical region comprising portions of Mali, Niger and Upper Volta. IGA's 
purpose is to devise programs for developing mineral, agricultural and water 
resources in the area, 


Upper Volta is the center of a WHO /IBRD program aimed at eradicating 
onchocerciasis (river blindness) from the river valleys in a seven-country 
area, This dreaded disease, transmitted by the black fly, causes debility 
and blindness, Its presence prevents settlement and development of large, 
relatively fertile, bottom-land areas. Upper Volta attaches great hopes to 
the $120 million WHO/IBRD program which will begin aerial spraying of cer- 
tain Voltan rivers in 1974. About 400,000 people are eventually to be 
settled into the Voltan river valleys. 


A final region activity worth noting is the West African Common Market 
(CEAO), established in July, 1973, with headquarters in Ouagadougou. CEAO 
members include Upper Volta, Niger, Ivory Coast, Mali, Mauritania, and 
Senegal. The organization held a regional experts meeting in October, 1973, 
which took the first steps toward establishing a common tariff system, 


IMPLICATIONS FOR THE UNITED STATES 


American trade with Upper Volta faces obstacles which have thus far kept 
trade at relatively low levels, The small size of the local market is the 
biggest obstacle, followed by traditional trade ties, the language differ- 
ence, &@ modest tariff disadvantage, and transport expenses. Despite these 
problems, there are possibilities for some increase in trade and investment. 


Because of the recent drought, large-scale recovery and development activi- 
ties are anticipated. Some of these will be financed by funds from foreign 
tied sources (e.g., France, EEC), but American firms will be able to compete 
for business renerated by others (World Bank, African Development Bank, 
USAID). Key areas of development will be in water resources, livestock and 
range management, reforestation, improvement of infrastructure, and public 
health systems, The magnitude of work required was demonstrated by the 
September 1973 meeting of the six drought-stricken countries, which approved 
recovery and development projects valued at nearly $50 million for Upper 
Volta alone. At the present time, several American firms are already en- 
gaged in work on development projects in Upper Volta. 





In the long term, development of transportation networks, promotion of 
agriculture, and the improvement of health delivery systems will be 

high on the agenda, Recent World Bank loans for telecommunications 
($4.5 million), construction of rural education centers ($2.85 million), 
and development of cotton production ($6.2 million) may offer opportu- 
nities. The WHO/IBRD will require a considerable number of aircraft and 
helicopters for spraying river valleys against onchocerciasis. These 
planes will be bought or leased from foreign suppliers. 


The exploitation of local mineral resources offers the most potential for 
U.S. investment. The high grade manganese deposits (10 million tons -- 
51% chemical grade) located at Tambao are the most important of these. 
Copper deposits also exist in the southwest and northcentral parts of 
Upper Volta, Other possibilities which have been investigated include 
vanadium and bauxite. Present U.S. investment in Upper Volta is limited 
to petroleum distribution, minority interests in local banks, and one 
smal1 agribusiness venture. 


The potential for consumer products is likely to remain limited, The best 
chances for U.S. suppliers will be in the following product lines: 
clothing, both used and new; pumps and other electrical machinery; house- 
wares; pharmaceuticals; earth-moving equipment; refrigeration equipment; 
and fertilizers and insecticides. Marketing should emphasize the personal 
touch and correspondence and promotional literature must be in French, 
Suppliers should not overlook the importance of dealing through a reputable 


African agent. 


The commercial market in Upper Volta should be viewed in its regional 
context. Upper Volta forms part of a group of nine French-speaking 
countries in West Africa, six of them sharing @ common currency, which 
constitute a regional market of some significance, Regionally-targeted 
marketing efforts, which have their major pay-off in neighboring countries, 
can also benefit sales to Upper Volta and the remaining states of the area, 
This will be increasingly true if the new six-nation West African Economic 
Community (CEAO) develops as planned. 
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